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ABSTRACT 

Welfare programs and the people who use them have a 
bad public image. Any attempts at welfare reform should include the 
dissemination of factual information to eliminate the misconceptions. 
This information should include the following facts: (1) only 60% of 
poverty stricken households receive welfare; (2) most government 
services and funds to households are for social security, Medicare 
and veterans' benefits; (3) welfare programs require applicants to 
demonstrate need through a means test; (4) most welfare benefits are 
services rather than cash; (5) the groups most likely to receive 
welfare are minorities and women with dependent children; (6) states 
with more generous welfare programs do not attract recipients from 
other states; (7) only a minority of recipients become long-term 
welfare families; (8) welfare programs do not contribute to the 
breakup of families; and (9) welfare does not pull many families 
above the poverty line. Current initiatives to reform the welfare 
system are focused on more uniform state eligibility rules, and 
incentives and training for jobs. (VM) 
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America's Welfare Population: 
Who Gets What? 

Summary 



Welfare reform is one of the most volatile social 
issues facing U.S. policymakers in the 1950s. 
Americans feel obliged to aid people who cannot 
care for themselves but disagree about just who 
those people are and how best to help them. And 
the public image of welfare programs and the peo- 
ple who use them is riddled with misconceptions. 

Welfare programs are usually thought of as gov- 
ernment handouts for poor people. In fact, only 60 
percent of the population below the poverty level 
receive welfare, and many welfare recipients earn 
incomes above the poverty level. 

Welfare must also be distinguished from other 
government social spending. In 1984, 47 percent 
of American households directly received funds or 
services from the government. M'st of this was 
not welfare but Social Security, Medicare, or veter- 
an's benefits paid regardless of recipient income 
or assets. Only 19 percent received welfare, that 
is, government aid to needy persons enrolled in 
specific welfare programs. Welfare programs re- 
quire applicants to demonstrate need through a 
"means test" based on income, family size, age, 
or other factors. Means-tested programs, i.e., wel- 
fare, typically serve low-income families with chil- 
dren, the disabled, or the needy elderly, and ac- 
count for about 11 percent of the annual federal 
budget. Most welfare benefits are not cash, but 
services like food stamps, medical care, or subsi- 
dized housing. Only 8 percent of households got 
cash welfare benefits in 1984. 

Wbmen, especially with dependent children, are 
more likely than men to receive welfare; blacks 
and Hispanics more likely than whites; and chil- 
dren and young adults more likely than the elderly. 
Three-fourths of the families headed by a black or 
Hispanic woman received welfare in 1986. 

About 48 million Americans received welfare in 
1986. The percentage receiving welfare is greater 
among Southerners, but they get far less in bene- 
fits than other Americans, even adjusting for the 
South's lower incomes and living costs. Migration 
into the Sunbelt has actually served to hold down 
the nation's welfare bill over the past decade be- 
cause Southern states pay much less in benefits. 

States with generous welfare programs don't 



attract welfare recipients from other states, dispel- 
ling a common belief. Between 1980 and 1985, the 
states gaining the most AFDC recipients were ei- 
ther those growing fastest, like California, or those 
suffering economic problems, like Ohio. 

Divorce, an out-of-wedlock birth, and, less of- 
ten, a decline in income are major reasons people 
seek welfare. Most recipients stay on welfare only 
a few months or years, but a significant minority 
become long-term recipients. 

Welfare does not contribute to the breakup of 
families or promote out-of-wedlock births. But »t 
does not pull many families above the poverty line 
either. The "poverty gap," or the funds necessary 
to bring the income of poor families up to the 
poverty line, persists despite annual government 
welfare expenditures of $130 billion or more. 

The future welfare population will be shaped not 
only by the economy and politics, but by three 
major demographic trends: the aging of the U.S. 
population, the migration of population from the 
Frostbelt to the Sunbelt, and the growth of single- 
parent families and one-person households. While 
the first two trends will affect the face but not the 
size of the welfare population, the changes in mari- 
tal patterns and living arrangements will add mil- 
lions to the rolls because single mothers with chil- 
dren and nonfamily households rely on welfare at a 
much higher rate than married-couple families. Be- 
tween 1986 and 2000, the number of welfare 
households could grow from 15 to 18 million. 

Current welfare reform policy initiatives focus on 
more uniform state eligibility rules; extending child 
care benefits and Medicaid to ease reentry into 
the labor force; and job training. 

Some states have innovative new work pro- 
grams to enable welfare recipients to get and 
keep jobs— and stay off welfare. But results are 
mixed, and such programs wouldn't help recipi- 
ents too young, too old, or otherwise unable to 
work— or poor adults not eligible for welfare. 

Welfare reforms could make the system more 
equitable and efficient, but they will not cure pov- 
erty. Our responsibility to the needy will continue 
and will have to be met, however imperfectly, 
through some type of welfare system. 



America's Welfare Population 
Who Gets What? 



by William P. O'Hare 

We are entering a period of serious debate about 
the role the U.S. government should play in caring 
for the needy. In 1986, President Reagan called for 
a study of the welfare system in his State of the 
Union address and a White House panel issued a 
major report cn the topic v,ithin the year. A flurry of 
reports from prominent organizations and even 
popular books are challenging the conventional 
wisdom of government welfare. 1 During 1987, 
Congress will be considering welfare reform legis- 
lation which could increase some benefits but 
tighten controls on current programs. More far- 
reaching reforms are also being discussed. 

Today's welfare system evolved primarily from 
two historical movements. The first occurred dur- 
ing the Great Depression of the 1930s, when wide- 
spread loss of jobs and property led to the cre- 
ation of President Franklin Roosevelt's New Deal 
programs: Social Security, Unemployment Insur- 
ance, and Aid to Families with Dependent Chil- 
dren (AFDC). The second movement was in the 
1960s, when a rethinking of welfare issues 
brought about Lyndon Johnson's War on Poverty 
and the Great Society programs, such as Medi- 
care, Medicaid, Food Stamps, and Headstart. 

We appear to be in a new phase in the definition 
of the social contract between individuals and so- 
ciety which could alter the kinds of assistance 
those in need can expect from government. The 
current system has generated countless debates 
and public discussions, but it has not eliminated 
poverty, the aim of President Johnson's effort. 
Even worse, some critics claim that welfare pro- 
grams perpetuate joblessness among recipients 
and disrupt the American family. The outcome of 
the current efforts to revamp the system is far from 
clear. 

Because the welfare system is complex and 
data are not easii/ available, the public's image of 
welfare recipients is often shaped by myth, anec- 
dote, and misinformation. An accurate profile of 
the welfare population is important to evaluate the 
relative merits of the current system, and it is of 
general interest because a significant portion of 
the public's taxes is spent on this group of citizens 




The way government cares for needy citizens is 
being reexamined. 



each year. Furthermore, the decision about who 
deserves government assistance and who does 
not is a philosophical issue which reflects our na- 
tional character. 

This report presents a demographic overview of 
the population relying on major welfare programs 
and provides insight into certain facets of those 
programs. Its purpose is to illuminate the discus- 
sion of reforms to some of our most prominent 
welfare programs. 

Welfare versus Poverty 

Welfare and poverty are closely linked in the 
minds of many, including policymakers, but there 
is little correspondence between the two con- 
cepts in government statistics. Many people who 
are officially poor do not receive welfare benefits 
and many people who receive welfare have in- 
comes above the poverty level. 
One reason for this paradox is obvious. The offi- 
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The Poverty Index 

Families and people not living in families, or 
"unrelated individuals," are classified as be- 
ing above or below the poverty level using 
the poverty index constructed by the Social 
Security Administration in 1964. The poverty 
index, which only counts money income, is 
based on the 1961 Economy Food Plan of 
the Department of Agriculture and reflects 
the consumption needs of families, depend- 
ing on their size and composition. 

It was determined from the Department of 
Agriculture's 1955 Survey of Food Con- 
sumption that families of three or more per- 
sons spent on average about one-third of 
their income on food. The poverty level for 
these families was therefore set at three 
times the costs of the Economy Food Plan. 
For smaller families and persons living alone, 
the cost of the Economy Food Plan was mul- 
tiplied by factors that were slightly higher in 
order to take account of the relatively larger 
fixed expenses of these smaller households. 

The poverty income thresholds are up- 
dated each year to reflect changes in the 
Consumer Price Index or inflation. In 1986 
the threshold was $11,203 for an average 
family of four and the range was from $5,572 
for a single person to $22,497 for a family of 
nine or more persons. 



cial poverty level (explained above) is seldom di- 
rectly used as a criterion for enrollment in govern- 
ment welfare programs. Only seven of the 59 "ma- 
jor" welfare programs use the poverty level to 
determine eligibility. Some 20 other programs use 
a multiple of the official poverty level as a means 
test. For example, families qualify for food stamps 
if their incomes are less than 130 percent of the 
poverty level. 2 Not one of the four largest welfare 
programs— AFDC, Supplemental Security Income 
(SSI), Medicaid, or Food Stamps— uses the pov- 
erty index to determine eligibility (se^ box, p. 4). 

Poverty and welfare statistics are not strictly 
comparable because the poverty measure is 
based on annual income, while most welfare pro- 
grams use monthly data to determine eligibility. 
One recent analysis shows that the number of 
people whose income falls below the poverty level 
for at least one month during the year is nearly 
twice the number who remain in poverty for an 
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entire yec/. 3 The number of people in poverty in 
any given year is a very poor measure of the num- 
ber potentially eligible for welfare because of low 
income at some point during that year. 

From 1960 to the early 1970s, the number of 
Americans in poverty fell while the number in ma- 
jor welfare programs increased (see Figure 1, p. 
5). But between 1975 and 1985, the poverty popu- 
lation grew by 28 percent while, except for Food 
Stamp recipients, the number of recipients in ma- 
jor welfare programs changed very little. In fact, 
three of the programs (AFDC, SSI, and Medicaid) 
served fewer people in 1985 than in 1975. 

The number of welfare recipients has not kept 
pace with the growth of either the total U.S. popu- 
lation or the poverty population. Between 1980 
and 1985, the number of U.S. households in- 
creased by 7 percent and the number of poverty 
households, by 8 percent, but the number of wel- 
fare households grew less than 2 percent. 

These trends, spanning six presidential admin- 
istrations, suggest that economic conditions, Con- 
gress, and legal decisions are at least as impor- 
tant as who is in the White House. For example, 
Supreme Court decisions in the 1960s increased 
the population eligible for welfare by allowing 
states to eliminate the "man-in-house" rule which 
had disqualified a single mother from AFDC if evi- 
dence was found of a man living in her home. Also, 
the sharp rise in the poverty population in the early 
1980s was mainly due to an economic recession. 

What Are Welfare 
Programs? 

We generally use the term welfare to refer to gov- 
ernment programs which provide money o; ser- 
vices to people with low incomes. Since most wel- 
fare programs admit only those who meet certain 
conditions, i.e., they lack the means to support 
themselves— welfare programs are called 
"means-tested" programs. In this publication, the 
term welfare refers to means-tested programs and 
distinguishes "welfare" from the many other types 
of government assistance. 

The bulk of government spending on social pro- 
grams is not for welfare but for "nonmeans- 
tested" programs such as Social Security, Unem- 
ployment Insurance, and Medicare. For example, 
federal outlays for Social Security in fiscal year 
1985 totaled $137.9 billion while only $79.4 billion 
of the public's fund? were spent for AFDC, Medic- 
aid, SSI, and Food Stamps combined. In 1985, 
about 11 percent of the $950-billion Federal Bud- 
get was spent on welfare. Federal, state, and most 



local governments operate welfare programs, but 
75 percent of the funding is federal. 

The welfare "system" consists of a vast number 
of programs, split responsibilities, and conflicting 
eligibility rules which make analysis of the system 
difficult. Even identifying which programs are 
"welfare programs" is often a matter of judgment. 
Recent reports issued by three branches of the 
federal government all disagreed on the number of 
welfare programs: the tally of cash assistance pro- 
grams ranged from 10 to 14, and the count of 



educational programs varied from 8 to 23. 

Who Gets Welfare? 

Government assistance flows into more American 
homes than many people realize, but relatively 
little of this is welfare. In 1984, 47 percent of all 
American households had one or more members 
who received some type of direct cash or in-kind 
government assistance, but only 19 percent re- 
ceived means-tested benefits. Only 8 percent of 



The Big Four Welfare Programs 

These four means-tested or welfare pro- 
grams account for over 60 percent of all gov- 
ernment spending on the poor or near-poor. 
The costs and number of recipients given 
are for fiscal year 1985 (October 1, 1984 
through September 30, 1985). The federal 
government pays about 55 percent of the 
costs of Aid to Families with Dependent 
Children and Medicaid with state and local 
governments picking up the other 45 per- 
cent. Federal funds cover all but 20 percent 
of the costs of Supplemental Security In- 
come and virtually all the costs of the Food 
Stamp program. 

Cash Assistance 

Aid to Families with Dependent Children 
(AFDC). This federal-state program, estab- 
lished by the Social Security Act of 1935, 
encourages the care of dependent children 
in their own homes by providing cash to 
"needy" families, with need and payment 
levels determined by each state. In all 
states, eligible families are those with chil- 
dren under 18 where one parent is absent 
owing to death, desertion, divorce, incapaci- 
tation, or incarceration. In addition, about 
half of the 50 states aid two-parent families 
with the father out of work. Each state ad- 
ministers or supervises its own program. 
Coste: Total, $14.8 billion; federal, $8.0 bil- 
lion; state and local, $6.8 billion. Average 
monthly number of recipients: 10.8 million 
individuals. 

Supplemental Security Income (SSI). 
Established by 1972 amendments to the So- 
cial Security Act, this program provides 



monthly cash payments to needy aged, 
blind, and disabled persons to help bring 
their incomes up to a federally established 
minimum level. The payments are adminis- 
tered nationwide through local offices of the 
Social Security Administration. Coste: Total, 
$10.9 billion; federal, $8.7 billion; state and 
local, $2.2 billion. Average monthly number 
of recipients: 4.1 million individuals. 

Noncash Benefits 

Medicaid. Under this program, estab- 
lished by 1965 amendments to the Social 
Security Act, the federal government pro- 
vides open-ended matching payments to 
states to help cover the costs of medical 
services for members of AFDC families and 
most individuals eligible for Supplemental 
Security Income payments. Within broad 
federal guidelines, each state designs and 
administers its own program, with consider- 
able latitude to determine eligibility, bene- 
fits, and levels of payments to service pro- 
viders. Coste: Total, $41.3 billion; federal, 
$22.7 billion; state and local, $18.6 billion. 
Average monthly number of recipients: 21.8 
million individuals. 

Food Stamps. Begun in the 1960s and 
currently operating under the Food Stamp 
Act of 1977, this program distributes cou- 
pons redeemable for food to individuals and 
families with incomes below 130 percent of 
the poverty line. State welfare agencies are 
responsible for the day-to-day administra- 
tion of the program within broad federal 
guidelines. Costs: Total, $12.5 billion; fed- 
eral, $1 1.7 billion; state and local, $.8 billion. 
Average monthly number of recipients: 19.9 
million individuals. 
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all households received some form of means- 
tested cash assistance. 

Welfare programs serve all types of people, but 
most means-tested government aid targets two 
distinct population groups. One is low-income 
families with children, served by AFDC, School 
Lunches, and related programs. The other, less 
numerous, group consists of the blind, the dis- 
abled, and the needy elderly— the typical SSI re- 
cipients. Many of the poor receive no government 
benefits. In 1985, only 35 percent of the house- 
holds with incomes below the poverty level re- 
ceived cash welfare benefits and only 59 percent 
received any kind of means-tested benefits. 4 

The welfare population, 48 million in 1986, is 
diverse. However, because program eligibility 
rules in most states favor mothers with dependent 
children and because poverty is more concen- 
trated among certain minorities and in some geo- 
graphic regions, the chances of going on welfare 
are much greater for those who are black or His- 



panic, under age 25, or female. Also, Southerners 
and residents of central cities and non-metropoli- 
tan areas are more likely to be receiving welfare 
than persons living elsewhere. 

Women account for 56 percent of the welfare 
population. A manifestation of the so-called "femi- 
nization of poverty," this large female majority 
among welfare recipients is mainly due to single 
mothers with dependent children and elderly wid- 
ows below the poverty level. It is also partly a 
product of a system which, in many states, denies 
assistance if there is an able-bodied man in the 
family. Almost half of the women heading a family 
without a husband in 1984 received welfare, com- 
pared to only 12 percent among women sharing 
that duty with a spouse. 

About half of all those receiving welfare are un- 
der age 25. While most of the elderly do get non- 
means-tested government aid, like Social Security 
and Medicare, only 20 percent of those 65 or older 
received welfare in the first quarter of 1986. By 



Figure 1 

Recipients of major welfare programs and the poverty population over six 
presidential administrations, 1960-1985 
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comparison, 30 percent of the children under age 
16 and 23 percent of the 16- to 24-year-olds re- 
ceived welfare. During the same months only 16 
percent of those in the primary working ages, 25 to 
64, were on welfare (see Figure 2). 

Blacks and Hispanics have a much greater likeli- 
hood of going on welfare than whites. Over one- 
half of all blacks and 43 percent of Hispanics, but 
only 16 percent of white Americans received wel- 
fare in the first quarter of 1986. Blacks are also 
three times more likely than whites to be poor. 5 
Families headed by a black or Hispanic woman 
often fall into the three highest risk groups: the 
young, minorities, and female»headed house- 
holds. Almost three of every four persons living in 
a family headed by a black or Hispanic woman 
received welfare at the beginning of 1986. 

The share of population receiving welfare is 
highest in the South, where local economies ere 
supposedly booming, and lowest in the Midwest. 
Also, the percentages on welfare in 1986 were 
higher in nonmetropolitan areas (23 percent) than 
in metropolitan areas (20 percent). Recent eco- 
nomic problems in rural-based industries such as 
farming, lumbering, and energy production ex- 
plain some of this geographic difference. Since 
the poverty rate in nonmetropolitan areas is actu- 
ally 50 percent higher than in metropolitan areas, 
the difference in use of welfare is smaller than 
expected. The urban poor may have better access 
to government programs than their rural counter- 
parts and are perhaps more willing to seek help. 
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Figure- 2 

Percentage of Americans receiving 
one or more "means-tested" welfare 
benefits, first quarter, 1986 
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"May be of any race 

Source: ref. 2 



A smaller proportion of the poor in 
nonmetropolitan areas receive welfare. 



Within metropolitan areas, 27 percent of central 
city residents received welfare compared to only 
15 percent cf suburban residents. 

People raised in welfare families are at high risk 
of going on welfare. Between 1970 and 1979, 
about 59 percent of the women brought up in 
families that received some welfare became re- 
cipients themselves as young adults, compared to 
27 percent of women from other families. 6 The 
reasons for this "intergenerationa! transmission" 
of poverty and welfare dependence are complex 
and often debated among welfare reformers. 
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AFDC Recipients 

The oldest of our major welfare programs, AFDC 
was established by the Social Security Act of 
1935. This program is a target for much of the 
criticism of the system as a whole, and AFDC 
recipients typify the welfare population to much of 
the public. Perhaps because the aid is distributed 
to able-bodied adults who can't support their own 
children, some view AFDC recipients as costly 
freeloaders. Much of the proposed welfare reform 
before the 100th Congress concerns AFDC. 

Since the mid-1970s, the number of AFDC re- 
cipients has remained feirly constant. The propor- 
tion of AFDC recipients who are black or His- 
panic— 43 and 12 percent, respectively, in 1983 — 
has remained about the same, but other AFDC 
characteristics have changed. Compared to 1973, 
AFDC families in 1983 had fewer children; those 
children were more likely to be under age 6 and 
less likely to have a father living with them. 7 

Dispelling the image of welfare househo^s 
teeming with children, the average AFDC family 
had only two children under age 18 in 1983, just 
about the same as in an average American family. 
But 60 percent of the AFDC families had a child 
under age 6, compared to only 22 percent of all 
families. The preponderance of young children 
among AFDC families reflects the fact that many 
mothers return to work and become self-support- 
ing after the>r youngest child enters school. Some 
research suggests that many of these mothers 
would return to work sooner, possibly leaving the 
welfare system, if affordable child care were avail- 
able to them. 8 

Blacks, only 12 percent of the U.S. population, 
make up 43 percent of the AFDC population. Be- 
cause blacks have higher rates of teenage child- 
bearing and are more likely than other minority 
groups or whites to be poor, they form a dispropor- 
tionate share of the AFDC population (Table 1). 

AFDC recipients have fewer assets than the av- 
erage American family, leaving them no financial 
cushion for the lean months. In 1983, only 20 per- 
cent of the 3.6 million AFDC families claimed any 
assets. For those families, total assets averaged 
$876, compared to assets near $30,000 for all 
households. And the Cadillac-driving welfare 
queen is a rarity; only 7 percent of AFDC families 
owned a motor vehicle, averaging $2,261 in value. 9 

In sharp contrast to the AFDC recipients, only S 
percent of the 4.2 million SSI recipients were under 
age 18 in 1986, and women outnumbered men two 
to one. About 64 percent of SSI recipients were 



Table 1 

AFDC recipients, 1983 



No of families 3.6 million 

Black* 43% 

White non-Hispanic 41 

Hispanic 13 

No. of AFDC children 7.0 million 

Under age 6 42% 

6 to 11 years 32 

12 to 18 years 26 

No. of AFDC "mothers"** 3.2 million 

19 to 29 years 73% 

30 and over 27 



•Race/ethnicity of family head; excludes "other" 

"Or other relative or guardian, excludes ,4 million "fathers' 

Source: ref. 3 



white, 30 percent black, and 6 percent other 
races. Sixty-three percent of enrollees qualified 
because they were disabled, 35 percent were 
needy elderly, and only 2 percent were blind. 

Welfare—a Way of Life? 

Do most families use welfare for short time periods 
to deal with a crisis such as sudden unemploy- 
ment or a divorce, or do Ihey stay on welfare for 
long periods, making it their way of life? If the first 
is true, then welfare creates an important bridge 
from one stable situation to another; if the second, 
then welfare could be considered a trap, sapping 
the will for independence and discouraging recipi- 
ents from working. 

Fortunately, welfare is most often used as a 
bridge. The majority of people who enter ihe 
AFDC program stay on welfare for a relatively 
short period of time— less than three years— but a 
significant minority become long-term welfare re- 
cipients. 10 Between 1970 and 1979, about 15 per- 
cent of AFDC recipients spent 8 to 10 years on 
welfare. In 1983, about 61 percent of the AFDC 
recipients surveyed had received AFDC for less 
than three years, but almost a quarter had been 
receiving it continuously for at least five years. 

While a relatively small share of people entering 
the welfare system are likely to end up as long- 
term users, this group has a big impact on welfare 
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costs. According to one study, about one-half the 
welfare recipients at any point in time will experi- 
ence a spell of welfare of ten years or more. 11 
Women, blacks, and residents of large cities are 
more likely to become Icng-term welfare depen- 
dents than are men, whites, or rural residents. 

The movement into or out of the welfare system 
is usually tied to a change in family or living status. 
During the 1970g, 45 percent of the new AFDC 
recipients entered the program because they had 
recently divorced or separated; another 30 per- 
cent were unmarried women with a new baby. 
Only 16 percent required assistance because of 
loss of income. Conversely, 35 percent of those 
leaving the rolls did so because of marriage, a. id 
11 percent because a child left home. Over one- 
quarter left because their incomes increased. 



How Much Do They Get? 

In January 1987, the average AFDC cash grant for 
a single-parent family with two children was $354 
per month, but this is only a portion of the aid a 
family might receive. 12 It is difficult to calculate the 
total value of benefits received by a typical needy 
person since benefits vary by state of residence 
and much of the federal aid is noncash assistance 
such as public housing and medical care. How- 
ever, available data from 1965 to 1985 reveal two 
interesting points: (1) the total amount spent on 
welfare rose rapidly until 1980, but has leveled off 
since then; and (2) the primary type of welfare 
benefits has shifted from cash to noncash assis- 
tance. In 1985, 65 percent of federal means-tested 
benefits were in the form of noncash benefits, 
compared to only 24 percent in 1965. 

Means-tested cash assistance actually declined 
by about 10 percent between 1980 and 1985, 
while noncash benefits continued to rise (see Fig- 
ure 3). The main reason for the slight jpturn in 
welfare expenditures in the early 1980s was the 
dramatic increase in health care costs, causing a 
15 percent increase in Medicaid outlays. 

The distinction between cash and noncash 
benefits is important because only cash benefits 
are counted as income in poverty statistics. In 
addition, the political choice of delivering assis- 
tance as cash or in services such as public hous- 
ing or free medical care raises deep philosophical 
questions about the relationship between govern- 
ment and welfare recipients. Cash assistance al- 
lows recipients to decide what goods or services 
to purchase, but it carries an enormous potential 
for misuse. Noncash benefits allow recipients no 
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choice of how to spend their resources and places 
the government in a paternalistic role. 

The average expenditure per AFDC recipient, in 
constant 1985 dollars, fell significantly between 
1975 and 1985, reflecting the overall decline in 
cash welfare payments, but also revealing the ex- 
tent to which inflation has eroded the real value of 
AFDC benefits (see Figure 4). Unlike Social Secu- 
rity and SSI, which are pegged to the Consumer 
Price Index and updated annually, AFDC benefits 
are not regularly adjusted to reflect inflation. The 
failure to adjust AFDC benefits for inflation is a 
major reason why the poverty rate for children has 
increased in recent years while the poverty rate for 
the elderly— whose Social Security payments in- 
crease with inflation— has decreased. 

To estimate the financial trade-off between 
working or going on welfare, the 1986 White 
House welfare reform study calculated the value 
of a welfare package combining six different pro- 
grams— AFDC; Medicaid; Food Stamps; Section 8 
subsidized housing; the nutritional program for 
Women, Infants, and Children (WIC); and School 



Figure 3 

Expenditures on major federal and 
state welfare programs, 1965-1985 
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Figure 4 

Annual expenditures per recipient by 
federal, state, aid local governments, 
four major welfare programs, 
1965-1985 (in 1985 U.S. dollars) 
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Meals— and compared it to likely earnings if a re- 
cipient were to get a job. 

While all these welfare programs may be avail- 
able in theory, relatively few poor families receive 
benefits from many programs simultaneously. In 
1985, only 5 percent of the nearly 12 million pov- 
erty households received cash assistance plus 
benefits from four noncash programs. 13 Compar- 
ing the value of welfare benefits from a combina- 
tion of six programs to the benefits of working is 
not a realistic comparison of the work/welfare 
trade-offs actually confronting most poor families. 

But enrollment in one welfare program, espe- 
cially AFDC, increases the chances of receiving 
assistance from two to three other programs. In 
most states, participation in the AFDC program 
automatically makes famiiy members eligible for 
food stamps and Medicaid. In 1985, about 80 per- 
cent of those receiving AFDC also received fooo 
stamps, 95 percent received Medicaid, and 26 
percent used public housing. 14 
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In 1985, about 80 percent of all AFDC 
recipients also participated in the Food Stamp 
program. 



Demographics and 
Welfare Programs 

The links between demographic change and wel- 
fare programs are many, but it is not clear which 
has the greater impact on the other. For example, 
an increase in the elderly has swelled the number 
of SSI recipients. On the other hand, some con- 
tend that generous welfare benefits in some 
states attract migrants from other parts of the 
country. In fact, the migration of millions of Ameri- 
cans out of the Northern states, where AFDC 
benefits are highest, into the South, where they 
are lower, has held down overall welfare costs 
during the past 25 years. 

Some analysts allege that demographic 
changes within the American family have boosted 
welfare costs. Specifically, they say that the dra- 
matic increase in single-parent families, tied to 
high divorce rates, along with the rising rates of 
out-of-wedlock births has created a larger popula- 
tion in need of AFDC and associated programs. 
Although teenage mothers produce only a small 
share of all U.S. births, they often are not married 
and need welfare. According to one recent report, 
in 1986, "Taxpayers spent nearly $18 million on 
food stamps, medical care, and cash assistance 
for families begun as a result of teenagers giving 
birth — 1,15 However, most increases in social 
program expenditures have gone to aid the el- 
derly, not female-headed families. 16 
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Does Welfare Break Up 
Families? 

While some researchers contend that demo- 
graphic changes h ..a had an impact on welfare 
programs, others believe these programs have 
had a profound impact on the composition of 
American families. 

Since federal funds for social programs and the 
number of female-headed families have both in- 
creased dramatically over the past 25 years, there 
is a temptation to blame federal welfare programs 
for fostering family instability. 17 Recently, Presi- 
dent Reagan stated, "There is no question that 
many well-intentioned Great Society-type pro- 
grams contributed to family breakups, welfare de- 
pendency, and a large increase in out-of-wedlock 
births." 18 However, most of the scientific evidence 
suggests otherwise. 

The most comprehensive statistical study in this 
area found that welfare benefit levels do not en- 
courage out-of-wedlock births or the breakup of 
families. 19 However, researchers have found that 
young unmarried mothers in states with high wel- 
fare benefits are more likely to set up their own 
households, while those in states with low benefits 
are more likely to live with the mother's parents. 

States with generous welfare payments have 
about the same percentage of households 
headed by women as states with very low average 
welfare payments, probable evidence that welfare 
benefits do not encourage the formation of female- 
headed households. In 1980, monthly AFDC pay- 
ments for a family of four were lowest in Missis- 
sippi ($160) and highest in New York and 
California (above $500), but the percentage of 
households headed by women in these states 
were almost identical in 1980: 16 percent in Missis- 
sippi, 18 percent in New York, and 15 percent in 
California. 

While the number of single-parent families in- 
creased by 42 percent between 1975 and 1985, the 
number of AFDC families has stayed about 3.5 
million since 1975. If women are leaving their hus- 
bands or having children out of wedlock to collect 
welfare, why don't they show up on the AFDC rolls? 

Also, the real value of welfare benefits has been 
shrinking at the same time the number of female- 
headed families has been expanding so dramati- 
cally. The value of the combined benefits of AFDC 
and food stamps, adjusted for inflation, decreased 
by 20 percent between 1972 and 1986. 20 If welfare 
caused families to break up, the number of female- 
headed families would be decreasing along with 
the value of welfare benefits. 




High welfare benefits do not encourage *amily 
instability. 



Variation Among States 

The bewildering nature of our welfare system 
stems from the fact that the funding and adminis- 
tration of programs often involve several layers of 
government. Some programs, notably Food 
Stamps, are run solely by the federal government, 
while others are completely state administered 
(e.g., General Assistance). But many, AFDC for 
example, involve shared federal/state responsibil- 
ity. The states may extend some bsnefits to needy 
groups not covered under federal rules, causing 
significant variation among them in who qualifies 
for which programs. For example, federal guide- 
lines require states to provide AFDC assistance to 
needy children in single-parent families, but states 
may expand eligibility rules to include children in 
needy married-couple families. Only about half the 
slates have done this. 

Currently the U.S. government pays about 75 
percent of the cost of welfare programs, but the 
state share is likely to increase as the federal gov- 
ernment conforms to the spending restrictions of 
the Gramm-Rudmin-Hollings balanced-budget 
legislation. Because costs of living and personal 
incomes vary greatly among states, more state 
involvement may mean even loss uniformity in wel- 
fare eligibility and benefits. 

The value of benefits already varies wildly 
among states. In January 1987, the maximum 
monthly AFDC grant for a family of three in Missis- 
sippi was $120, but in California, it was $617 a 
month. 21 On average, the combined value of 
AFDC payments and food stamps equals just 74 
percent of the official poverty level. But in Alabama 
and Mississippi, AFDC cash payments plus food 
stamps provide a needy family with only 46 per- 



cent of the poverty level. The most generous state 
(other than Alaska) is California, where the com- 
uir.sd benefits bring a family up *o 99 percent of 
the poverty threshold. 

The average AFDC payment per recipient in the 
Southern states is a little over half the average 
payments in the other states, after adjusting for 
the lower incomes in the South, as shown in Figure 
5. In Alabama and Mississippi, per capita welfare 
payments are less than 5 percent of the state per 
capita income. In California, they equal 13 percent 
of state per capita income, and in New York, 11 
percent. Since blacks are overrepresented in the 
South, particularly the deep South where benefits 
are the lowest, they suffer the worst conse- 
quences of these regional disparities. 

The national AFDC caseload has been relatively 
constant since 1972, yet important changes have 



occurred among the states (see Figure 6, page 
12). Two kinds of states had big increases in 
AFDC caseloads between 1980 and 1985: fast- 
growing states and states hit by hard times. Cali- 
fornia gained the most AFDC cases between 1980 
and 1985 (206,277), primarily because of its rapid 
population growth over that period. On the other 
hand, large increases in AFDC caseloads in Ohio, 
Illinois, and Wisconsin were due to economic prob- 
lems in those states, not population growth. 

Between 1980 and 1985, the 28 states with be- 
low-average AFDC benefits attracted, on average, 
97,000 more migrants than states with high bene- 
fits, largely reflecting the greater economic 
strength of the South relative to the Northeast and 
Midwest. Clearly, the attraction for those willing to 
move to another state is the promise of jobs rather 
than the potential for generous welfare benefits. 



Figure 5 

AFDC cash benefit levels as a percentage of state per capita income, 1985 




Source: ref. 6 
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Figure 6 

Changes in AFDC caseloads by state, 1980-1985 (thousands of recipients) 




The Poverty Gap 

Does welfare reduce poverty? The number of peo- 
ple lifted out of poverty by welfare is one measure 
of this; another is the extent to which welfare 
closes the "poverty gap." The poverty gap is the 
amount of money needed to raise an individual's 
income to the poverty level. The aggregate pov- 
erty gap is the amount of money it would take to 
raise the incomes of all poor persons up to the 
poverty level. 

In recent years, the ''poverty gap" has been 
around $50 billion, which means that if $50 billion 
in public assistance were added to the amount 
already spent on cash welfare and distributed with 
perfect efficiency, no American would have an in- 
come below the poverty line. 

The failure of the current system to fill the pov- 
erty gap, that is, to bring every family's income up 
to the poverty line, provoked harsh criticism in the 
1986 White House welfare reform study. The study 
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concluded that welfare expenditures have been 
sufficient to eliminate poverty but they have been 
off target, missing the very population they are 
intended to help. In fiscal year 1985, the govern- 
ment spent at least $130 billion on welfare, but we 
still had 33 million people in poverty. 

There are several reasons the poverty gap con- 
tinues despite the billions spent on welfare. First, 
noncash welfare expenditures are not reflected in 
official poverty statistics because they are not 
counted as income. However, even when the 
value of noncash benefits is added to recipients' 
incomes— using any of the three popular methods 
for doing this— the number of Americans below 
the poverty threshold remains between 22 and 30 
million. 

Second, most government programs are de-' 
signed to provide minimum subsistence for the 
needy, not to raise incomes enough to move fam- 
ilies out of poverty. For example, the median value 
of monthly cash welfare payments plus food 
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stamps for a family of three in January 1986 was 
$524, equaling an annual income of $6,288. The 
government's 1986 official poverty level for this 
type of family was 39 percent higher than this: 
$8,737. Only in Alaska do the combined benefits of 
AFDC and Food Stamps provide families with an 
income above the poverty level. 

Third, because the poverty index is seldom 
used for eligibility, many programs provide bene- 
fits to people with incomes above ths poverty line. 
These welfare expenditures understandably don't 
reduce the poverty gap. 

Finally, some welfare benefits, particularly Med- 
icaid, go to people living in nursing homes and 
other group quarters or to the homeless who are 
missed by the poverty statistics. 

Government assistance helps reduce poverty, 
but mainly among those who receive nonmeans- 
tested assistance. The Congressional Budget Of- 
fice estimated that, in 1985, 17.4 million people 
were pushed above the poverty level by direct 
government payments. Without this aid the pov- 
erty population would have reached 51 million. 22 
But most of these payments were through Social 
Security, unemployment benefits, and other 
nonmeans-tested programs. In 1985, only two mil- 
lion persons were lifted out of poverty by means- 
tested cash welfare payments. 

Finding and Keeping Jobs 

Most public assistance programs have some form 
of work requirement for recipients unless they are 
ill, disabled, or have caretaker responsibilities. The 
main thrust of the welfare reform movement has 
been to expand and enhance this program com- 
ponent in an effort to reduce long-term welfare 
dependency. 

Many long-term welfare recipients are handi- 
capped by their low levels of education and lack of 
work experience. Many never finished high school 
and have basic reading skills below the ninth grade 
level. For these people, occupational training must 
be preceded by remedial education if they are 
expected to hold a job which pays enough to sup- 
port a family. But these programs can be time- 
consuming for the student and costly for the gov- 
ernment. One experimental program cost $5,833 
(1976 dollars) per participant and required an aver- 
age enrollment period of nine months. Even then, 
the program reported only mixed success. 

Unfortunately, job training and placement ser- 
vices would reach only a fraction of all poor adults, 
especially if they are tied to AFDC as proposed 
undercurrent legislation. Less than one-fifth of the 
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Job training programs attempt to reduce welfare 
dependency through employment 

20 million adults in poverty participate in the AFDC 
program. Even if such programs cut the number of 
AFDC recipients in half, the number of adults in 
poverty would fall by less than 10 percent. 

Although formal evaluations of the most recent 
work/welfare initiatives have not been completed, 
initial findings suggest that the programs do in- 
crease employment and earnings for participants, 
but not by vtry much. For many particip ^nts, earn- 
ings are not increased enough to shake free of 
welfare dependence or rise above the poverty line. 

Since most people move off welfare after a short 
time anyway, the work-related programs would 
not affect their long-term welfare dependency and 
would probably have only a trivial impact on the 
time they spend on welfare. 

The Future Welfare 
Population 

The number and type of welfare recipients in fu- 
ture years depends on the health of the American 
economy and the course of welfare reform. But 
population growth, along with changes in the age 
structure, geographic distribution, and living ar- 
rangements of Americans will also have some im- 
pact on the need for welfare programs. 

The Census Bureau projects that we will add 29 
million Americans between 1985 and the year 
2000. With no changes in the distribution of people 
and households, the number of welfare recipients 




Between 1986 and 2000, the welfare population 
will grow older along with the total population. 



in the year 2000 would be about 53.5 million, up 
from 47.5 million in 1986. 

However, the characteristics of people and 
households will change between now and the 
year 2000. Three major demographic trends af- 
fecting the welfare population are (1) the aging of 
the U.S. population; (2) continued migration from 
the Northeast and Midwest into the Southern and 
Western states; and (3) the increase in single-par- 
ent families and nonfamily households. 

Between 1986 and the year 2000, the large co- 
hort of Americans born during the baby boom, 
1947 to 1964, will move into the 35-to-54 age 
group, and the median age of the U.S. will creep 
from 32 to 36 years of age. The welfare population 
will also grow older, but the loss of welfare recipi- 
ents among the young will be offset by increases 
among the middle-aged and the elderly. The num- 
ber of welfare households headed by an adult un- 
der age 35 will actually decrease by 500,000 be- 
tween 1986 and 2000, but the number headed by 
art adult age 35 to 54 will swell by 2.5 million, and 
the number headed by an individual age 65 and 
over is likely to expand from 3.8 to 4.8 million. 

Current migration trends are likely to signifi- 
cantly increase the population of the South and 
West while the Northeast and Midwest remain 
about the same. If 1986 rates continue, the num- 
ber of welfare recipients would change little in the 
Northeast or Midwest, but would increase by al- 
most 5 million in the South and by nearly 4 million 
in the West by 2000. This could lower the nation's 
overall welfare bill, because Southern states, 
where the largest increase is likely to occur, offer 
far lower benefits than Northern states. 
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By the end of this century, the traditional mar- 
ried-couple family may account for less than half of 
all households because single-parent families and 
"nonfamily" households (primarily, persons living 
alone) are growing faster. Since single-parent fam- 
ilies and nonfamity households use welfare at 
higher rates than married -couple families, these 
trends will increase the welfare rolls. 

The number of married-couple family house- 
holds is projected to increase by 6.9 million be- 
tween 1986 and 2000. But since only 12 percent of 
these households receive welfare, they will add 
only 800,000 households to the welfare population 
during that period. In sharp contrast, 42 percent of 
the other types of families received welfare in 
1986. Projected to grow by 3.3 million between 
1986 and 2000, they will add 1.4 million welfare 
households in only 14 years. Nonfamily house- 
holds are expected to add another 1.4 million 
households to the welfare system by 2000 (see 
Figure 7). 

Immigration to the U.S. is another demographic 
trend which will affect the welfare population, par- 
ticularly in areas like southern California and south 
Texas which attract many migrants from Asia and 
Latin America. However, because little is known 
about the current use of welfare by immigrants, 
especially illegals, it is difficult to forecast the na- 
tional impact of future immigration. The flow of 
illegal immigrants may be slowed by the 1986 Im- 
migration Reform Act which instituted fines for em- 
ployers who hire illegal aliens. 

Figure 7 

Increases in welfare households, 
1986-2000 
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Policy Initiatives 

While few people are happy with our current wel- 
fare system, there is little agreement on how to 
improve it. Most of the suggested policy reforms 
focus on efforts to increase a recipient's chances 
of getting off, and staying off, welfare through 
steady employment and to strengthen federal in- 
volvement in order to narrow differences between 
states and expand benefits. Another concern 
among policymakers has been reducing the need- 
less costs of welfare fraud and inefficiency. 

There is a growing consensus that welfare re- 
cipients have an obligation to work if possible and 
that the system should promote work over welfare. 
States have been encouraged to incorporate em- 
ployment incentives into their welfare programs. 
The types of programs initiated include: 

• Vbrk Incentive (WIN) prqects to educate, 
train, and find jobs for AFDC recipients 

• "Workfare" programs which require AFDC re- 
cipients to work on community projects 

• Structured job search efforts, sometimes 
through a "job club" 

• Work Supplementation which diverts welfare 
benefits to job training 

The success of these programs in helping wel- 
fare recipients stay off the rolls is inconclusive, but 
these are relatively new initiatives and all the evi- 
dence has not come in. Among the new programs 
which might provide better data to evaluate these 
efforts are California's GAIN, launched in 1986, 
and the Boston area's ET program. 

Welfare-to-work schemes enjoy broad biparti- 
san support. Legislation being considered by the 
100th Congress includes various approaches to 
encourage welfare recipients to work, such as: 

• Pay part of the child care and transportation 
costs of employed recipients 

• Allow employed recipients to keep more of 
their earnings without losing benefits 

• Extend Medicaid and child care benefits for 
several months after a recipient leaves wel- 
fare to start a job, lessening the financial risk 
ofigiving up welfare eligibility 

States will probably be required to incorporate 
broader job training programs in their welfare sys- 
tems and to make it mandatory for more recipients 
to participate in them. In 1983, about two-thirds of 
the women receiving AFDC were exempt from 
work programs. The new programs may excuse 

ERIC 



only parents with children under age three or 
those with no access to child care. But the poten- 
tial for reducing the size of the welfare or poverty 
populations appears to be fairly minor. 

There are strong opposing views on the relative 
roles the states and the federal government ought 
to play. Many observers, including the White 
House welfare reform panel, think the states 
should be free to design unique, experimental pro- 
grams with minimal federal control. Others feel 
that our haphazard welfare system requires fed- 
eral oversight and coordination. Some of the re- 
forms currently before Congress would intensify 
the federal presence by requiring states to: 

• Extend AFDC to needy children from two-par- 
ent families 

• Intensify efforts to identify and contact facers 
of welfare children 

• Authorize deduction of child support from a 
parent's (often an absent father's) paycheck 

• Offer welfare eligibility to unmarried parents 
under age 18 only if they live with their own 
parents or in a state-regulated home 

• Boost state benefit payments, with the U.S. 
government absorbing most of the increase 

Critics claim these proposals will cost too 
much— an estimated $2.3 to $5.2 billion over 5 
years, depending on which proposals are actually 
implemented— and probably wouldn't work. Es- 
tranged fathers of AFDC children, for example, 
may deny paternity and, even if it is proved, may 
not earn enough to help support their children. 

Other welfare reformers want to adjust AFDC 
benefits to keep up with inflation and set a national 
minimum for program benefits. 

The large difference between the welfare and 
poverty populations is another area of concern. 
This gap arose partly because welfare programs 
target only those needy people who cannot care 
for themselves: children, the disabled, the elderly, 
and their caretakers. Few reformers want to ex- 
tend eligibility to every poor person, but some do 
propose including the "working poor" in job train- 
ing programs to erode the causes of poverty. 

But part of the gap between the welfare and 
poverty populations is purely statistical. The pov- 
erty index was developed hurriedly 20 years ago, 
and few welfare programs rely on it anyway. Some 
experts contend the index needs major revision. 

However, regardless of what welfare reforms 
are initiated or how precise we become in the 
measurement of poverty, welfare and poverty will 
be with us for many years to come. 
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